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ABOUT THE BUREAU OF BUSINESS 
AND ECONOMIC RESEARCH
The Bureau o f  Business and Economic Research has 
been providing information about Montana’s state 
and local economies for over 50 years. Housed on- 
the campus o f  The University o f  Montana-Missoula, 
the Bureau is the research and public service branch 
o f the School o f  Business Administration. On an 
ongoing basis, the Bureau: analyzes local, state, and 
national economies; provides annual income, 
employment, and population forecasts; conducts 
extensive research on forest products, manufactur­
ing, health care, and Montana Kids Count; designs 
and conducts comprehensive survey research at its 
on-site call center; presents annual economic outlook 
seminars in cities throughout Montana; publishes the 
award-winning Montana Business Quarterly.
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In the world o f higher edu­
cation, hardly a day goes by 
that we don’t hear about the 
financial challenges faced 
by institutions around the 
country. Public and private 
universities alike are faced 
with unprecedented financial 
scenarios that are requir­
ing program curtailment, 
layoffs or furloughs, and 
other difficult adjustments.
Montana is one o f the few 
states, according to the 
Chronicle of Higher Education, 
that isn’t seeing an absolute, decrease in dollars to higher educa­
tion. The connection between higher education and the Montana 
economy plays out on both ends — the health o f  the business 
climate affects the resource base with which we make educational 
investments and it determines in large measure the opportunities 
available to graduates upon finishing their education.
The Montana business Quarterly has been a long-standing and reliable 
source o f information about the opportunities, challenges, and 
current status o f Montana’s business climate. Whether the reader 
is a lifelong Montanan or a relative newcomer, articles in the 
Quarterly provide a helpful introduction to the Montana economy, 
a frank assessment o f  the health o f the various economic sectors, 
and forecasts that provide a basis for decision-making going 
forward. The features illustrate the complexity o f  the business 
environment and the connectivity among its components. Under 
the new leadership o f Patrick Barkey, the Bureau o f  Business 
and Economic Research is carrying on the long tradition o f 
keeping us informed, challenging our assumptions, and educat­
ing us about Montana’s place in today’s business world.
More than ever in our lifetimes, we need reliable information 
about the economy. Whether in the world o f  business, educa­
tion, nonprofits or government, we need to make decisions that 
can affect us and others for years. The Quarterly helps to ensure 
that those decisions are based upon the best available data and 
predictions.
Royce C. Engstrom
Provost and Vice President for Academic Affairs 
The University o f  Montana
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The Economic Cost of 
Alcohol Abuse in Montana
by Patrick M. Barkey
A lcohol is a product that many o f us in Montana clearly enjoy. In 2005, we collectively consumed 124.7 million shots o f  distilled spirits, 33.0 million glasses o f  wine and 279.6 million 12-ounce cans 
o f beer statewide (National Institute on Alcohol Abuse and 
Alcoholism, 2008). On a per capita basis, Montana ranks in 
the top half o f  states in alcohol consumption, with the 2003 
consumption o f  435 beers per adult — higher than all but four 
other states nationwide. Like most states, buying and sell­
ing alcoholic drinks is a big business in Montana, employing 
thousands in production, processing, marketing, distribution, 
and retailing.
Yet alcohol is not an ordinary good. Its consumption is 
causally linked to outcomes that none o f  us enjoy. These 
include outcomes that affect the drinker — ranging from 
alcohol-induced illness and premature death to highway 
crashes due to alcohol impairment and even the impact 
o f heavy drinking on one’s ability to earn a living — as well 
as others who are impacted by a drinker’s alcohol-induced 
behavior. This second category o f  outcomes is surprisingly 
broad.
This article summarizes a Bureau study, which found that 
alcohol abuse costs the Montana economy more than a half 
billion dollars per year in medical costs, lost wages, and 
productivity. The study examined the question: What re­
sources would be available to the economy — that could be 
used on other priorities — if there were no abuse o f  alcohol? 
Addressing this question can help inform policymakers who 
face the difficult task o f  allocating the scarce funds available 
for addressing substance abuse problems o f  all types.
Alcohol: Montana’s 
Drug off Choice
By almost any measure, Montanans consume alcohol at 
a rate that is above the national average. For certain types 
o f  drinking behaviors, Montana ranks among the highest in 
the nation. The reasons this is so are not fully understood. 
Climate and geography may play a role — globally the inci­
dence o f  alcohol-induced conditions such as liver cirrhosis 
are higher in countries and regions in more northern latitudes. 
Other factors, such as parental attitudes, ethnic traditions, and
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Figure 1
Alcohol Consumption Per Capita 
Gallons off Ethanol per Population 
21 and Older
Source: National Institute on Alcohol Abuse and Alcoholism.
the legal environment, also undoubtedly have impacts as well.
Overall consumption o f alcohol per person o f  drinking 
age in Montana has historically been 15 to 20 percent higher 
than the national average, as shown in Figure 1. When beer, 
wine, and spirits consumption are converted to their ethanol 
alcohol equivalents, the data show that Montanans consumed 
just over 3 gallons o f ethanol per person 21 years and older in
2005, almost 18 percent more than the comparative national 
figure.
Montana also has a relatively high incidence o f  underaged 
drinking. According to the Centers for Disease Control’s 
Youth Risk Behavior Surveillance Survey (YRBS), in 2005 
more than a third o f  high school students in Montana expe­
rienced a binge drinking episode — consuming five or more
Figure 2
Youth Binge Drinking Percentage by State, 2005
Note: Not all states participated in YRBS.
Source: Youth Risk Behavior Surveillance (YRBS), 2005.
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drinks within a couple o f hours — within the last 30 days.
As shown in Figure 2, this was a higher percentage than any 
other state in the country.
The data for individual counties and communities are 
even more disturbing. Some individual counties in Montana 
reported that more than half o f  high school seniors had 
experienced a binge drinking episode in the last two weeks in 
2006, as shown in Figure 3.
These kinds o f  rankings provide additional motivation for 
this study. Since Montana’s use o f alcohol is high, it stands to 
reason that the cost imposed on our economic welfare is high 
as well.
Assessment of Economic Costs
The costs o f  alcohol abuse can be divided into two broad 
categories. The first are those that are directly paid out by 
individuals, businesses, and governments. These include costs 
paid to support treatment centers that perform detoxifica­
tion services, those dollars spent imprisoning criminals whose
crimes can be attributed to alcohol abuse, and the money 
spent on medical treatment for alcohol-related injuries and 
medical conditions.
The second category o f costs are those which represent 
foregone benefits. These include the economic contribution 
that is lost when alcohol abuse results in early retirement or 
loss o f  life, as well as the diminished productivity o f  workers 
whose physical and mental abilities are impaired by alcohol.
The full study presents a separate analysis for alcohol- 
induced costs in five areas:
1. Costs o f  alcohol treatment centers;
There are 46 publicly and privately owned facilities in 
Montana providing substance abuse treatment that supplied 
information on their patients to the U.S. Substance Abuse 
and Mental Health Services Administration. There were 2,399 
admissions to treatment facilities related to alcohol alone, and 
an additional 4,290 admissions for alcohol plus drugs in 2005.
Figure 3
Binge Drinking by County, 12th Grade, Last Two Weeks, 2006
Source: Prevention Needs Assessment (2006); Montana Department of Health and Human Services.
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2. Costs o f medical care;
There were 7,128 discharges from Montana hospitals re­
corded in the Association o f Montana Health Care Providers 
COMPdata database in 2005 for diagnoses that were either 
wholly or partially due to alcohol abuse. Additionally, alcohol 
abuse is a complicating factor for treatment o f  non-alcohol 
induced conditions, increasing hospital costs by an average o f 
21.5 percent.
3. Costs due to premature mortality;
According to death certificates recorded in Montana in 
2005, there were 314 deaths with underlying or contributing 
cause o f death classified as alcohol abuse. Also, 108 people 
died in alcohol-caused motor vehicle crashes across the state. 
Apart from the human tragedy, this early death removes from 
the economy the earning and spending these individuals 
would otherwise have maintained.
4. Morbidity costs due to alcohol;
It is well known that the consumption o f  alcohol is associ­
ated with impairments that can affect one’s ability to function 
and earn a living in a number o f ways. Alcohol affects the 
motor skills and decision-making ability o f  individuals. Heavy 
drinking can also affect tardiness, absenteeism, and productiv­
ity while on the job.
Figure 4
The Economic Cost off 
Alcohol Abuse in Montana
source: Bureau or Business and economic Research, 
The University of Montana.
5. Alcohol-related costs for crime and the criminal justice 
system.
Alcohol and illegal drugs are contributing factors in a 
substantial amount o f criminal activity. Crime that is caus­
ally linked to alcohol use imposes costs for law enforcement, 
courts, and incarceration, as well as personal and property 
damage.
These represent five different areas where data are avail­
able to construct an estimate o f costs for the state. They do 
not exhaust all o f the ways in which alcohol abuse impacts 
our economic welfare. Estimates o f economic loss due to 
alcohol-caused fires, accidents caused by excessive drinking, 
or the costs presented when families are impacted by alcohol 
abuse are not included in the study because data were not as 
readily available.
Results
The research clearly indicates that alcohol abuse imposes a 
significant cost on all o f  us in the state o f Montana. Total­
ing the costs shown by category in Figure 4, we estimate 
that Montanans collectively spend $510.6 million, or about 
1.7 percent o f the total state economy as measured by GDP, 
dealing with the consequences o f alcohol consumption.
Not all o f  these costs are direct spending, although dol­
lars paid for medical care, substance abuse treatment and 
operations o f the criminal justice system are significant. The 
single largest contributor to costs are the imputed costs o f 
early death caused by alcohol, totalling almost $300 million 
in 2005. This reflects the younger age o f those who die from 
alcohol causes, either from medical conditions or in motor 
vehicle crashes. In 2005, the average age o f death from all 
causes was 73.6 years, whereas the average age for those dying 
from alcohol-induced conditions was 50.3 years.
One final point should be made. The cost o f  alcohol abuse 
to the state economy goes on year after year. With no inter­
vention to bring these costs under control, we can expect to 
pay a tax — in the form o f a smaller economic pie than we 
would otherwise enjoy — o f a half a billion dollars each year 
that our collective drinking behaviors produce outcomes like 
those reported in this study. □
Patrick M. Barkey is director of The University of Montana 
Bureau of Business and Economic Research.
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Housing Affordability and 
Montana’s Real Estate Markets
by Patrick M. Barkey and Jam s T. Sylvester
IntroductionH ousing prices in the last 20 years have surged ahead much faster than the income used to pay them. Over the span o f time that the median price for a Montana home grew by 
96 percent, the per capita income o f  Montanans only rose by 
about a quarter as much, or 26 percent. Figure 1 shows the 
difference in housing prices and income levels in Montana's 
three Metropolitan Statistical Areas, Cascade, Missoula, and 
Yellowstone counties.
As public policy issues, housing and housing affordability 
have always figured prominently in the public debate. In the
national economy, housing and housing-related expenditures 
(including utilities, furniture, supplies, and maintenance) 
accounted for 42.4 percent o f  consumers’ budgets in 2007, 
dwarfing every other category o f expenditure.
The recent slump in housing associated with the current 
recession certainly adds a new twist to this story. Housing 
price growth has slowed throughout Montana, and in some 
markets, prices have retreated significantly. But as Figure 
1 suggests, affordability involves a comparison o f  costs to 
ability to pay, and the recent softness in housing prices has 
occurred at the same time as income growth has stalled. Also,
Figure 1
Growth in Home Prices vs. Income 
Since 1988
Sources: Bureau of Economic Analysis and Office of 
Federal Housing Enterprise Oversight.
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it will take more than a few years o f  tepid price declines to 
significantly alter the effects o f  almost a decade o f  rapid price 
growth.
This article summarizes a recent BBER study on Mon­
tana’s housing markets, which examined affordability and the 
factors driving housing price growth for the seven largest real 
estate markets in the state: Cascade, Flathead, Gallatin, Lewis 
& Clark, Missoula, Ravalli, and Yellowstone counties.
Housing Affordability in 
Major Montana Markets
Our basic finding is that there are a number o f markets in 
Montana in which housing prices and rents are putting serious 
strains on consumers’ budgets. By the standards and proce­
dures set forth by the National Association o f Realtors, four 
markets in Montana fail the housing affordability criterion: 
Kalispell, Bozeman, Missoula, and Hamilton. This means that 
the median-income household in each o f these communities 
could not afford the payment on the median-priced home in 
2007 without devoting a high proportion o f their income to 
housing.
The Housing Affordability Index (HAI) measures whether 
a family earning the median income for an area qualifies for 
a typical loan on a median-priced home. An index value over 
100 means the typical family qualifies for a loan on a typi­
cal home. Conversely, an index value under 100 indicates 
the typical family will not qualify for a loan. Values for the 
computation come from Multiple Listing Service, Federal 
Housing Finance Board, and the U.S. Census Bureau.
Further evidence o f housing cost pushing the limits o f 
Montanans’ pocketbooks can be seen in the data from the 
U.S. Census Bureau’s American Community Survey. Sub­
stantial numbers o f  Montana households pay more than 30 
percent o f their incomes toward housing. The problem is 
especially acute in Flathead, Gallatin, Missoula, and Ravalli 
counties.
Factors Driving Demand 
for Housing in Montana
Growth in the number o f  households and growth in 
income are the primary drivers o f  the demand for housing. 
Year-to-year variations in population are most impacted by 
net migration o f families and individuals into and out o f the 
region. Although population growth moderated in 2007 in 
some o f Montana’s major markets, net migration remains 
reasonably strong, particularly in Montana’s least affordable 
markets.
Over the course o f this decade, very strong and growing 
net migration into Gallatin and Flathead counties has pro­
duced strong demand for housing. In 2006, net migration for 
Gallatin County was 3,000 people, almost twice as high as 
the second-fastest-growing county. Even though that growth
Figure 2
Housing Affordability Index in Montana’s 
Major Real Estate Markets, 2007
oource: Dureau or Dusiness ana economic nesearen, 
The University of Montana.
Figure 3
Percentage of Homeowners Paying More Than 
30 Percent of Income Toward Housing, 2007
Source: U.S. Census Bureau, American Community Survey, 
2005-2007.
tailed o ff to 2,100 people in 2007, the trend for migration 
in both Gallatin and Flathead counties remains upward, and 
pressure on housing prices from this source is expected to 
continue.
Cascade County is alone among the counties considered 
in this analysis in experiencing negative net migration for the 
last eight years. Among the seven markets we analyzed, 
Yellowstone County has the largest share o f people moving 
in from other counties in Montana and the smallest share o f 
migrants coming from other states.
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Figure 4
Housing Price Index, 2000Q1-2008Q3
Source: Office of Federal Housing Enterprise Oversight.
Economic conditions can influence housing markets 
directly, in addition to affecting housing demand through 
population growth. Changes in nonfarm labor income 
indicate a growing or declining economy. Nonfarm labor 
income continues to grow in Montana’s major real estate mar­
kets. The most recent data on income at the county level — 
currendy through the year 2007 — do not register the dramatic 
economic declines found in other parts o f  the country. Early 
indications o f  a slowdown are starting to appear in selected 
industries, such as construction.
Supply of Housing
New construction affects the supply o f  housing. Con­
struction statistics in Montana, like many other states, have 
several shortcomings. The traditional measure o f construc­
tion activity for housing is residential building permits. These 
are incomplete, since a substantial amount o f building in 
Montana occurs in areas that do not require permits. But data 
on permits remain the most valuable gauge o f construction 
activity available.
A look at permits issued shows a substantial decline in 
residential construction activity across the state in 2008. This 
decline mirrors the national trend, although declines arrived 
in Montana later than in other areas o f  the country. Average 
value o f  construction also decreased, indicating a different
mix o f housing being built. The average home being built 
now is smaller and thus more affordable.
Current State of Montana’s 
Housing Markets
The Office o f  Federal Housing Enterprise Oversight 
Housing Price Index measures the average price changes in 
repeat sales or refinancing o f  single family properties through 
Fannie Mae or Freddie Mac. These data are reported for 
states and Metropolitan Statistical Areas only. The data show 
a flattening o f  housing prices in Billings and in Great Falls in 
2008. Housing prices for the Missoula market have actually 
declined, as measured by the OFHEO index. The index also 
indicates a slight decline in Montana housing prices overall, 
although less pronounced than either the U.S. or Western 
states’ average.
The softness in markets is also reflected in the data derived 
from Realtor Multiple Listing Service records for Montana’s 
major markets. All areas show a decline in the number o f 
homes sold over the last year. In some markets the declines 
were substantial. Yellowstone and Cascade counties show a 
very slight increase in the median sales price, while Gallatin 
and Ravalli counties show declines. Prices have held steady 
for the other counties.
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Construction and 
Regulatory Costs
As the economy grew through the early part o f  the decade, 
construction costs increased dramatically. These costs were 
influenced by many factors, including the lack o f skilled 
construction labor in some fast-growing communities. The 
recent downturn in the economy may alleviate some o f these 
problems.
Several Montana counties have implemented impact fees 
to address concerns over growing infrastructure needs. These 
impact fees increase the cost o f  a dwelling unit by up to 
$9,000. These fees have implications for providing affordable 
housing.
Foreclosures
Another indicator o f the health o f housing markets is the 
number o f real estate loans in foreclosure. Not only are fore­
closures an indicator o f economic stress, but they also exert a 
direct impact on housing markets through their contribution 
to the supply o f unsold homes.
Comprehensive data on foreclosures are very hard to find. 
Economists at the Federal Reserve Bank o f Minneapolis even 
wrote a paper on this data shortcoming. Foreclosure.com, 
a real estate company specializing in foreclosed properties, 
tracks foreclosures on a daily basis. As o f the middle o f May 
2009,286 homes were in foreclosure in Montana (Table 1).
Summary
The status o f Montana’s real estate markets continues to 
change before our eyes. While the impact o f the national 
housing downturn and the recession are beginning to be 
reflected in real estate activity and housing prices, the starting 
point for those changes is itself the product o f  an eight-year 
period o f robust growth. As this report is written, there 
are four major markets within Montana that do not meet 
the HUD standard for affordable owner-occupied housing: 
Flathead, Missoula, Gallatin, and Ravalli counties. There is 
considerable evidence that renters are feeling budget pressure 
from rents as well.
Although declines have been significant across the state, 
real estate activity is much worse in Sun Belt states such as 
Florida and Arizona. Montana was late coming to the decline 
but should probably be ahead o f the curve as national mar­
kets return. a
Figure 5
Regulatory Fees per Dwelling Unit, 
Selected Montana Cities
Source: Compilation from city/county building Web sites and 
Montana Building Industry Association.
Table 1
Foreclosures, Selected Montana Counties
Pre-Foreclosure Foreclosures
Montana 351 286
Cascade County 22 43
Flathead County 61 58
Gallatin County 66 34
Lewis & Clark County 13 2
Missoula County 41 35
Ravalli County 27 25
Yellowstone County 25 34
Source: Foreclosure.com, May 11,2009.
Patrick M. Barkey is the director and James T. Sylvester is an 
economist at The University of Montana Bureau of Business and 
Economic Research.
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Long-Term Care Insurance
Could M ontana’s New Partnership Plan Have Helped the Smiths?
by jerry Furniss and M ichael Harrington
E d itor’s Note: On July 1, 2009, Montana 
joined 29 other states by having regulations in 
place fo r  insurers to offer long-term care insurance 
partnership plans. Authorised by the federal 
Deficit deduction A ct o f 2005 andpassed into 
law in Montana during the 2007 legislative 
session, partnership plans are designed to allow 
long-term care polity owners to protect assets from  
Medicaid recovery on a dollar-for-dollar basis. That 
is, to the extent that an insured who is covered by a 
long-term care partnership polity receives polity 
benefits (eg., reimbursement fo r a nursing home 
stay j, state M edicaid authorities w ill allow the 
insured to protect an equal amount o f assets. This 
means that a partnership policyholder may be in a 
position to pass assets to heirs when the 
polity holder exhausts polity benefits and relies on 
Medicaid to provide fo r  additional long-term care 
needs. The new partnership laws are designed to 
encourage more individuals to purchase long-term 
care insurance and thereby reduce the burden on 
Medicaid.
Mary and Bob Smith's StoryM ary, age 62, and Bob, age 65, have workedhard helping their only child through college and are now looking forward to living the life o f  empty nesters. They have tried to do 
everything right in funding their child’s education, setting 
aside a $10,000 emergency fund, prepaying funeral expenses, 
paying o ff both vehicles, accumulating $200,000 in CDs from 
the sale o f  B ob’s business, and purchasing a home that now 
has $200,000 in equity and a small mortgage. Bob just retired 
and has an income o f  $1,200 per month from his company 
retirement plan and receives Social Security retirement 
benefits o f  $953 per month. At age 65, Bob became eligible 
for Medicare and also purchased a Medicare Supplement 
(Medigap) Policy. Mary is employed and earns $1,500 per 
month and is covered by a group health insurance policy 
provided by her employer. The Smiths want to leave their 
home to their only child. Bob Jr., who plans someday to live 
in his childhood home and raise his own family. A month 
after retirement. Bob suffered a massive stroke, was hospi­
talized for a week, and then was moved to a skilled nursing 
facility for rehabilitation. After 60 days in the nursing facility, 
B ob’s condition stabilized. Given the severity o f his condi­
tion, he will need to remain in a nursing home for the remain­
der o f  his life. How will the Smiths survive this personal and 
financial crisis? What resources and insurance coverages do 
the Smiths have that cover these costs? How do the Smiths 
provide for themselves and still leave a legacy to their child?
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What Kind off Care Does 
Bob Need and Does 
Medicare Cover It?
Unfortunately, most Americans believe that they are 
adequately covered for the type o f  care that Bob needs. They 
believe that Medicare (the federal government health care 
program for individuals 65 or older), a Medicare Supplement 
(Medigap) Policy (a policy purchased from an insurer to sup­
plement coverage under Medicare), and/or private individual 
or group medical expense insurance covers situations such as 
Bob’s required long-term care. However, Bob needs substan­
tial assistance with “activities o f  daily living (ADLs),” and 
most Americans (including Bob) are not adequately insured 
for those needs. ADLs include bathing, dressing, transferring 
(moving to and from a bed to a chair), toileting, remaining 
continent, and feeding oneself. This type o f  care (sometimes 
referred to as personal or custodial care) is not covered by 
Medicare, B ob’s Medigap policy, or B ob’s private health insur­
ance.
Only A Small Portion o f  the C ost o f  B ob’s Care 
Is Covered. Even though B ob’s primary need is for 
long-term assistance with ADLs, Medicare does provide 
coverage for his initial six-day hospital stay, subject to a 
$1,068 deductible and a $135 deductible and 20 percent co­
pay for physician’s services. Since B ob’s hospital stay was at 
least three days in length, and he was admitted into a skilled 
nursing facility within 30 days o f his discharge. Medicare will 
pay for up to 100 days o f  his care as long as he needs some 
element o f  skilled care. Medicare pays for the first 20 days o f 
care without a co-payment by Bob, but Bob must then pay a 
$133.50 daily co-pay. However, because B ob’s condition stabi­
lized after 60 days in the skilled nursing facility. Medicare will 
no longer pay for his care since he now needs daily assistance 
with ADLs, and not acute medical care. (Acute care, which 
is covered by Medicare, Medigap policies, and private health 
insurance, is care which is needed to improve a patient’s con­
dition, including rehabilitative services, or to keep a patient’s 
condition from deteriorating. Once the patient stabilizes 
and his or her main care need is assistance with ADLs, a 
long-term care policy is needed to provide coverage.) Even 
though Bob’s policy that supplements his Medicare coverage 
(his Medigap policy) may cover the deductibles and co-pays 
required by Bob during his hospital stay, and a portion o f  his 
skilled nursing facility stay, his Medigap policy, like Medicare, 
will not cover his long-term care needs.
How Do the Smiths 
Cover the Costs off Sob’s 
Long-Term Care Needs?
Bob and Mary have three possible choices to cover Bob’s 
long-term care needs: 1) cover the costs “out o f  pocket;”
ALZHEIMER’S
Every 72 seconds, someone in 
America develops Alzheimer's 
disease. Thirteen percent of people age 
65 or older have Alzheimer's disease. 
Alzheimer’s is the top claims 
producer for nursing home stays, 
followed by strokes. The average 
length of claim for those with 
Alzheimer’s is 659 days (2007 Facts 
and Figures -  Alzheimer’s Association).
v___________  >
2) spend down assets and income to qualify for Medicaid; 
and/or 3) rely on coverage from a long-term care insurance 
policy.
Covering Long-Term Care Costs Out o f  Pocket. Since 
Medicare (and B ob’s Medigap policy) will not cover B ob’s 
long-term care nursing home costs, Bob and Mary could 
attempt to cover the costs through personal and/or family 
resources. However, Bob’s needs are expected to be long­
term and permanent. Since Mary hopes to remain in the 
family home, has limited income herself, and has no access to 
other family resources, B ob’s and Mary’s personal resources 
are somewhat limited. Assuming B ob’s cost o f  care is about 
$60,000 a year, and that Mary needs her $1,500 monthly 
income to cover the small mortgage and her living expenses, 
the Smiths’ emergency fund o f $10,000 will be depleted in 
a couple o f  months, and their $200,000 will be depleted in 
a little over three years. The Smiths may consider a reverse 
mortgage to use the equity in their home to pay the required 
costs; however, they really want to leave their home to their 
son, who has always planned to raise his family there. A 
reverse mortgage would require the Smiths to give up owner­
ship o f  the home once they die and would not provide them 
with the opportunity to leave the family home to their son. 
B ob’s retirement annuity o f $1,200 per month and his Social 
Security retirement benefit o f  $953 per month will fall short
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o f  his anticipated nursing home 
costs by approximately $3,000 per 
month. (According to state regula­
tors, the average private pay rate 
at nursing homes in Montana was 
$5,125.50 per month as o f 
September 2008.) How do the 
Smiths cover the costs out o f 
pocket? They don’t, especially 
when B ob’s stay turns out to be 
extended and when Bob needs 
institutional care.
Medicaid Coverage o f 
Long-Term Care. Medicaid (the 
federal/state aid program for 
a number o f  groups, including 
those age 65 or older who meet 
asset and income guidelines) will 
cover B ob’s long-term care needs 
once he expends his resources (as­
sets) to the required levels.
On the asset side, both Mary’s 
and B ob’s assets (resources) are 
included, and Bob must exhaust 
the countable resources so they 
are at or below $2,000. The 
couple’s combined resources will 
be evaluated, and Mary will be 
allowed to retain half o f  their 
resources up to a maximum o f 
$109,560 (2009 level), and Bob 
will be allowed an additional 
and separate $2,000. Once the couple’s combined countable 
resources are below a total o f  Mary’s half plus B ob’s $2,000, 
Bob will be resource-eligible for Medicaid. Fortunately, there 
are a number o f  resources that are excluded from the calcula­
tion. In B ob’s case, the family home (and home furnishings), 
their vehicle with the highest equity value, and B ob’s prepaid 
funeral arrangement are not counted as resources. In the 
Smiths’ case, Bob will have to use over $100,000 o f his count­
able assets (which include his bank CD and emergency fund) 
for his care needs in order to qualify for Medicaid, and Mary 
will be able to retain the other half for her support. And, 
even though the $200,000 o f  equity in the family home is not 
counted as a resource in order for Bob to qualify for benefits, 
Medicaid will seek to recover the costs o f  care expended on 
B ob’s behalf from the home when Mary dies.
For Medicaid qualification on the income side, Mary’s 
income is not counted for determining B ob’s qualification for 
Medicaid. However, Bob would be expected each month to 
contribute his income to cover his long-term care costs to the
level o f  his monthly personal al­
lowance o f  $50. In arriving at that 
figure, Bob would be permitted to 
cover any health insurance premi­
ums and make a contribution o f 
a portion o f  his income to Mary. 
(The amount o f B ob’s income 
allowance that may go  to Mary 
is a function o f Mary’s income 
level and minimums established 
by Medicaid.) After allowances, 
the balance o f B ob’s income each 
month must be used to cover his 
nursing home costs before Medic­
aid will cover any remaining costs 
incurred during the month. And, 
when Bob and Mary eventually 
die, state Medicaid authorities are 
required by federal law to recover 
from the Smiths’ estates any costs 
expended by Medicaid for B ob’s 
care.
Long-Term Care Insurance. 
Another option for the Smiths 
that may have helped them keep 
their home and their bank CDs 
and pass those assets to their son 
would have been long-term care 
insurance. First arriving on the 
scene in 1987, and with more 
than 9 million policies sold to 
date, long-term care insurance is 
designed to cover the type o f care (help with ADLs) that Bob 
needs. And, according to LIMRA International, 98.8 percent 
o f all long-term care policies sold today are tax-qualified, 
which means that premiums are deductible and benefits are 
income tax-free, subject to IRS limits. A tax-qualified long­
term care insurance policy may have been perfectly suited for 
Bob, who has suffered a massive stroke and needs assistance 
with several ADLs. One o f  the main benefit triggers for 
a tax-qualified long-term care policy is that the insured is 
expected to need “substantial” assistance with at least two o f 
six ADLs for a period o f at least 90 days. The other trig­
ger found in these policies is “severe cognitive impairment 
which requires substantial supervision.” The severe cognitive 
impairment trigger is well suited for advanced Alzheim er’s pa­
tients, where, according to a Society o f  Actuaries November 
2007 study, Alzheim er’s was the number one claims producer, 
followed by strokes. Fortunately, Alzheimer’s is required to be 
covered by long-term care policies under both Montana law 
and the federal Health Insurance Portability and Accountably 
Act (HIPAA).
QUALIFYING FOR COVERAGE
According to AALTCi.org, 26,464 
Montanans in 2007 were covered 
by long-term care policies. Insurers 
normally accept long-term care appli­
cations from applicants from ages 18 
to 84. Thirty-six percent of long-term 
care policies sold in 2008 went to ap­
plicants ages 45-54, while 23 percent 
were sold to applicants in the 55-64 
age range. Most insurers apply rea­
sonably strict underwriting guidelines 
in the sale of long-term care insurance 
and thus don’t cover all those who ap­
ply. Twenty-three percent of applicants 
in the 60-69 age category don’t qualify 
for coverage, and the percentage of 
applicants rejected increases dramati­
cally with age. Accordingly, 45 percent 
of applicants from ages 70-79 and 70 
percent of applicants age 80 or older 
are rejected for coverage.
V________________________________ /
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Before Bob suffered his stroke, had he purchased a long­
term care insurance policy with a daily benefit rate in the 
$150- $175 range, with a lifetime benefit, the issue o f  Medic- 
aid qualification would not have arisen. B ob’s income would 
have covered any o f  his out-of-pocket costs, and his long- 
term care policy with a lifetime benefit would have covered 
his needs. However, if Bob had chosen a less expensive policy 
(such as a four-year policy benefit period), B ob’s long-term 
care costs for the first four years o f nursing home stay (about
$240,000) would have been covered by his long-term care 
policy; depending on how long Bob lived, he may or may not 
have exhausted his policy limits. If Bob did exhaust his policy 
limits (i.e., still needed care after his four-year policy termi­
nated), he then would have needed to qualify for Medicaid in 
order to cover his long-term care needs.
What about the Smiths’ desire to pass their family home 
and other assets to their son at their death? As previously 
addressed, Medicaid would recover its costs against the
WHICH LONG-TERM CARE POLICY IS RIGHT FOR YOU?
There is no such thing as a “standard” long-term 
care policy. And, many consumers assume that 
“long-term” care insurance covers them for life. 
Most insurers do offer a lifetime benefit option, 
but common coverage terms also include one year, 
three years, five years, and 10 years. The longer 
the coverage term, the higher the premium, all 
other things being equal. The issue of “how long” 
a policy period the Smiths can afford and what the 
odds are that the policy period will be exhausted 
due to Bob's condition are difficult questions. At 
the time of purchase, of course, no one knows the 
length of benefit period needed. Each purchaser 
must weigh policy affordability with the risks as­
sociated with purchasing a shorter benefit period. 
According to a recent Milliman Research Study, 
only 8 in 100 claimants exhausted their benefits 
under a long-term care policy with a three-year 
benefit period, and only 1.5 percent of claims ex­
ceed five years in duration. And, the cost savings 
of a lifetime benefit period versus a three-or
five-year period are substantial -  insureds enjoy 
a 36 percent to 39 percent savings by buying the 
shorter three-year benefit period over the lifetime 
benefit option.
What benefit periods did buyers of long-term 
care in 2008 choose? According to AALTCi.org, 27 
percent of long-term care insurance purchasers 
chose three years, 61 percent chose five years, and 
only 2 percent chose a lifetime benefit. Ten percent 
chose another category.
Most insurance advisors recommend that, with a 
limited budget, buyers of long-term care insurance 
first choose the benefit rate (the amount of daily 
benefit coverage reimbursed for covered expenses). 
Then, they choose the benefit period. And, with 
Montana's average nursing home rate hovering 
around $157 per day, coupled with the fact that the 
average nursing home stay is around 2.04 years, 
the advice of choosing the benefit level first, then 
choosing the benefit period, seems to make sense.
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PAYING FOR 
NURSING HOMES
According to the Montana 
Department of Public Health and 
Human Services, Medicaid funds 
60 percent of the nursing home 
beds in Montana. Twelve percent 
of nursing home residents stay 
five years or more (The Lewin 
Group). The national average 
cost of a nursing home stay 
(semi-private room) is $191/day  
($69,715/year) (MetLife Mature 
Market Institute) and, according 
to Montana regulators, the 
average private pay rate at 
nursing homes in Montana as of 
September, 2008, was $168.50 / 
day ($61,506/year).
<_______________________________%
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Smiths’ house and other assets upon their death. So, a long­
term care policy may or may not have served the Smiths’ 
wishes, depending on a number o f  factors, including the 
timing o f  Bob’s death and the length o f  long-term care 
coverage purchased.
The Deficit Reduction Act ID RAJ 
of 2005 and Long-Term Care 
Partnership Plans
In 1993, four states — California, Indiana, New York, and 
Connecticut — stepped up to the task o f meeting the federal 
government’s offer o f modifying Medicaid rules in order to 
encourage the purchase o f  long-term care insurance. The idea 
was to give consumers incentives by promising that if they 
purchased a specific type o f long-term care policy (known 
as a Partnership Policy), then Medicaid authorities would 
disregard a portion o f policyholders’ assets for both Medicaid 
qualification and estate recovery purposes. (This promise in 
Montana is known as Asset Protection.) The government 
reasoned that if consumers were allowed to protect assets in 
an amount equal to what their long-term care policies paid 
out, then more consumers would purchase more, and larger, 
long-term care insurance policies. Consequently, consumers 
would not need Medicaid, or would need Medicaid for 
shorter periods o f  time.
The “Asset Protection” Prom ise in Action. Under 
the asset protection promise, an insured with a long-term 
care partnership policy that pays out $300,000 in long-term 
care benefits would result in the insured’s ability to qualify 
for Medicaid without spending down as much in resources. 
(The Smiths’ resources would be spent down to B ob’s $2,000 
plus Mary’s one-half o f  the family’s resources not to exceed 
$109,560, plus the $300,000 protected by the long-term care 
partnership policy.) And the insured would be able to protect 
$300,000 o f assets from Medicaid asset recovery upon death. 
In other words, the Medicaid authorities would “protect” an 
amount o£-assetS from estate recovery equal to the amount 
o f  benefits paid out by the insured’s long-term care insurance
Poli£ »  *
To the extent that long-term care insurance pays for long­
term care costs and obviates the need for Medicaid cover­
age, the burden on Medicaid is lessened. And, with the over 
age 65 crowd expected to double from 40 million in 2010 to 
80 million in 2040, Medicaid can use all the help it can get. 
Additionally, according to the U.S. Census, the 85 and older 
segment o f  the U.S. population is estimated to grow from 5.3 
million to 21 million by 2050 and will place an ever-increasing 
strain on state and federal budgets.
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SAVING TAXPAYER DOLLARS?
Do Partnership Plans save taxpayer dollars? According to a 
2005 Congressional Research Study of the original four part­
nership states, surveys indicate that purchasers are motivated 
by the asset disregard feature of partnership policies. Propo­
nents of partnership plans claim the savings are real; for in­
stance, the American Association for Long-term Care Insurance 
states that “each policyholder who buys LTC with age appropri­
ate inflation has the potential to save the Medicaid program 
$15,200 (2009).”
While various studies do indicate Medicaid savings as a 
result of implementing partnership plans, there remains uncer­
tainty about the magnitude of such savings. However, for in­
sureds able to protect and pass assets to heirs, the opportunity 
to purchase a partnership plan is very real and could help them 
realize their wishes. And, where Medicaid realizes savings as a 
result, taxpayers are also beneficiaries.
No other states were allowed to develop partnership plans 
after the 1993 deadline until Congress passed the Deficit 
Reduction Act (DRA) o f 2005. Since the 2005 passage o f the 
DRA, 26 states have joined the original four states by passing 
legislation authorizing the offering o f long-term care partner­
ship policies. Montana passed enabling legislation in 2007, 
and, as o f July 1, 2009, Montana insurers may submit part­
nership plans for approval consideration. It seems, therefore, 
that partnership plans are now reasonably close to becoming 
a reality in Montana.
But What About Bob?
As previously discussed, one o f the ways for Bob and 
Mary to cover Bob’s nursing home costs would have been 
through the purchase o f long-term care insurance. Had the 
Smiths purchased a long-term care policy with a lifetime ben­
efit plan, Medicaid benefits would not have been needed and 
Bob’s needs would have been addressed. However, if Bob 
had purchased a shorter plan (perhaps a three-year, four-year,
or five-year benefit plan), Bob would have needed Medicaid 
to cover his long-term care needs after his long-term care 
insurance policy benefits were exhausted.
Assuming that Bob purchased the four-year plan 
discussed earlier, the policy would have paid its maximum 
benefits o f  $240,000 prior to B ob’s need for Medicaid cover­
age. And, had the policy been a partnership plan, Bob would 
not have had to use his $100,000-plus in countable assets in 
order to qualify for Medicaid, because o f the asset protection 
rules. The Smiths would then have been positioned to protect 
their family home and/or other assets up to $240,000 in value 
(the amount paid out by Bob’s partnership policy). So, for the 
Smiths, the purchase o f a long-term care partnership policy 
may have been just what the doctor ordered, with all major 
stakeholders -  the Smiths, Bob Jr., and the Medicaid program 
— coming out winners. □
Jerry Fumiss is a professor and Michael Harrington is the 
associate dean of UM’s School of business Administration.




carriers, and som e say this restricts their job  flexibility, 
according to a recent Bureau o f  Business and E conom ic 
Research survey.
Because o f  pre-existing conditions such as diabetes, 
high b lo od  pressure, cancer, heart conditions — and even 
pregnancy — a significant number o f  Montanans feel 
that they need to stay in their current jobs because o f  
their health insurance situation, the survey found.
Bureau researchers conducted the survey using a 
random sample o f  nearly 6,300 respondents, includ­
ing both landline and cell phone-only households. The 
survey assessed labor market status, availability, training, 
and other information such as health care issues that are 
relevant to current and future employers.
Taking a new job has risks for those with pre-existing 
health conditions, though the risks are not as severe for 
employees with employer-based plans as for those with 
individual plans. N ew  employers may not offer the same 
benefits, but the worst-case scenario is that employees 
may be excluded for up to a year from coverage for 
pre-existing conditions. Under individual polices, insur­
ers may turn a person down if pre-existing conditions
by Gregg Davis
N early 47,000 Montanans identify them­selves as having pre-existing health conditions that limit their ability to either buy insurance or switch health insurance
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are evident. The insurer may even im pose an elimination 
rider whereby pre-existing conditions are permanendy 
excluded from coverage.
The lack o f  health insurance poses significant e co ­
nomic hardship for many Montanans. For employees, 
the prevalence o f  pre-existing health conditions may 
limit their ability to pursue new employment; for em ­
ployers, it may limit their ability to recruit new hires. On  
either count, this situation limits mobility o f  a crucial 
resource — labor.
O f  these 47,000 Montanans, pre-existing health con ­
ditions that make it difficult to change or obtain health 
insurance are m ore pronounced for Native Americans 
and women. Nearly 8 percent o f  the Native American
population and 7 percent o f  the adult female population 
report pre-existing health conditions.
One o f  many issues behind national health care reform 
is the number o f  Americans with pre-existing health 
conditions. Until now, the number o f  Montanans who fall 
into this category has been subject only to speculation. 
Bureau survey data now  add quantitative insights. I f  a 
government-sponsored health plan emerges, it may be 
an alternative for many Montanans facing these issues. □
Gregg Davis is the director o f health care industry research at 
The University o f Montana Bureau o f Business and Economic 
Research.
BBER Hires New Director of Health Care Industry Research
^ "W ^ h e  Bureau welcomes Gregg Davis, the recently 
hired director o f  health care industry research 
who will examine the state’s health care markets, 
trends, costs and other high visibility topics.
An economics faculty member at 
Flathead Valley Community College for 
the past 14 years, Davis directed the 
Center for Business Information and 
Research and chaired the Division o f 
Social Sciences.
Davis earned an undergraduate an­
thropology degree (1975) and econom­
ics master’s degree (1977) from The 
University o f Montana and his mineral 
resource doctorate (1986) from West 
Virginia University. He will replace 
Patrick Barkey, who is now the Bureau’s 
director.
Following his graduate studies, Davis 
worked for five years as a health economist for the Health 
Systems Agency in Helena. Throughout his career, he has 
specialized in conducting economic impact studies, includ­
ing regional and wage studies for both the public and private 
sector.
From 1995 to 2009, Davis chaired the FVCC Division 
o f Social Sciences at Flathead Valley Community College.
There he founded the Center for Business Information and 
Research, which conducts analysis and research o f  the state 
and Flathead economy.
Earlier in his career, Davis served as assistant professor 
at the University o f  Louisiana-Monroe 
and then taught in an MBA program 
in Hong Kong. From there, he served 
as an associate professor o f economics 
at Marshall University in Huntington, 
W.Va. While there, he established and 
directed the Center for Business and 
Economic Research.
“Health care reform, while certainly 
not new, is at the forefront o f  national 
policy debate today,” Davis said. “How 
Montanans fare to new policy direc­
tion will depend on the quality o f the 
information available to policymakers 
and citizens o f Montana. This position 
really aligns itself to assist in the efforts to better under­
stand the industry, both at the local and national level.”
“We are excited to have someone with G regg’s experi­
ence and Montana-specific knowledge to fill this important 
role,” Bureau Director Patrick Barkey said. “Health care 
policy is more o f  a challenge — and an opportunity — today 
than ever before.”
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Off-Highway Vehicle Use Growing
by James T. Sylvester
IntroductionF our-wheeling through mud, snow, and woodsy trails continues to grow in popularity in Montana, with the state’s off-highway vehicle (OHV) owners spending nearly $123 million during 2008 and paying more 
than $1.4 million into the highway trust fund via gasoline 
taxes. But a recent survey o f  OHV recreationists found 
that the sport is thriving amidst worry from enthusiasts that 
growth will hamper access because o f  poor behavior from a 
few riders.
At the request o f  the Montana Department o f Fish, 
Wildlife, and Parks, the Bureau o f Business and Economic 
Research conducted a survey o f  580 Montana households 
whose members own registered off-highway vehicles. O f
these households, 424 completed a Computer Assisted Tele­
phone Interview inquiring about their OHV use for a re­
sponse rate o f  73 percent. The Bureau gathered information 
on out-of-state OHVers by using Institute for Tourism and 
Recreation Research (ITRR) activity reports.
The Bureau used several basic assumptions to derive state­
wide impacts from OHV activity, including:
1) Fuel usage depends on size and age o f  machines, as well 
as the speed and terrain the machine is used on. Based 
on information from active OHVers, we assumed an 
average fuel consumption o f  29 miles per gallon o f gas.
2) Based on interviews with Montana OHVers, residents 
travel between 15 and 20 miles per activity day on their 
OHVs and spend about $21 for fuel per activity day.
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OHV Numbers
OHV owners who use public lands are required to register 
with the Montana Department o f Justice, Title and Registra­
tion Bureau. Figure 1 shows the number o f  OH  Vs registered 
since 1995. Recent changes in the titling o f  OHVs resulted in 
a large increase in the number o f registered machines. People 
with unregistered OHVs took advantage o f  the perpetual 
license for recreational vehicles and trailers. In 2007, about 
54,000 OHVs were registered with the state o f  Montana.
Activity Days and Destinations
One measure o f the sport’s popularity and potential im­
pact is the number o f “activity days,” a figure roughly defined 
by the estimated number o f  OHVers and their average num­
ber o f outings per season. Since OHV riding is a dispersed 
outdoor activity, precise counts are virtually impossible; 
however, we derived an estimate using survey data. Using the 
number o f OHVs and the average number o f days typical 
participants use their machines, we estimate the number o f 
activity days for resident OHV use is between 1 and 1.5 mil­
lion days.
ITRR estimates that about 2.7 percent o f nonresidents 
participate in OHV activities. This translates to about 277,500 
individuals. A conservative estimate o f  nonresident activity 
days is 300,000.
Most OHV activity occurs in Southwestern Montana, 
which is a hub from a participant standpoint as well as a 
destination.
Expenditures
The Bureau estimated OHV-related spending for residents 
in the 2008 survey. The sample size for nonresidents was too 
small to make reliable estimates o f nonresident expenditures.
Bureau estimates for total activity days provide the basis 
for estimating expenditures per day. We used spending per 
day, rather than per outing, because OHV outings generally 
are only one day.
The Bureau found that residents typically don’t incur 
lodging costs and spend little on eating, drinking, and other 
expenses. A majority o f residents (Table 1) don’t make expen­
ditures in most o f the spending categories. Residents’ median 
expenditures were about $41 per day, all on gasoline for ma­
chines and transportation. The median is that number where 
half o f  the population is above and half is below. Medians 
are used for calculations because the averages were skewed by 
a few big spenders.
Even though resident OHVers are not considered part 
o f the economic base, they spend a substantial amount o f 
money in Montana (Table 2). Residents spend about $43 mil­
lion on trip expenditures, nearly all for gasoline and another 
$80 million on yearly expenses. Over three-quarters o f  yearly 
expenditures are spent on OHVs and trailers.
Figure 1
Number off Registered OHVsy 
IHIontanav 1995-2007
Source: Montana Department of Justice, Title and Registration Bureau.
Table 1
Resident OHV Expenditures Per Person 





Gasoline for OHVs 100% $21
Gasoline for transportation 70% $20
Lodging 3% $0
Campgrounds 28% $0
Eating and drinking places 50% $0
Grocery stores 7% $0
Entertainment 5% $0
OHV dealers 6% $0
Other retail 8% $0
Other outing expenses 5% $0
Total 424 $41
Source: Bureau of Business and Economic Research, 
The University of Montana.
Table 2




Gas for OHVs $21.9
Gas for transportation 21.0





OHV repair and maintenance 7.3
OHV registration and licensing 1.0
Other yearly OHV expenditures 8.3
Total yearly expenditures 80.0
Total resident expenditures In Montana $122.9
Source: Bureau of Business and Economic Research, 
The University of Montana.
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Figure 2
What is the Most Important Issue 
Facing Off-Highway Recreation?
Source: Bureau of Business and Economic Research, 
The University of Montana.
Key Issues
The Bureau survey also offered an opportunity for 
respondents to comment on what they thought was the 
most important issue facing off-highway vehicle recreation 
(Figure 2). Access to trails was the most frequently cited 
issue, with 60 percent mentioning access issues. About 23 
percent o f  residents mentioned safety, particularly personal 
responsibility. Many o f the personal responsibility comments 
reflected a view that the activities o f  a few were ruining riding 
opportunities:
“A lot o f  trails have been closing. A few people who don’t 
follow rules ruin it for the rest.”
“Off-highway vehicle users who go  o ff trails get them shut 
down.”
“Drivers staying on the trails. Young people are riding 
everywhere, they’re going to close it because o f  it.”
Respondents mentioned closures o f  trails in the Belt 
Mountains, the Bitterroot Valley, and elsewhere by the Bureau 
o f  Land Management and the U.S. Forest Service. But many 
commented on the need for shared trails, responsible riding, 
and the need to limit OHV access to control weeds.
In short, OHV users make the call to preserve the sport:
“People should go  by the rules and stay on marked trails. 
D on’t go  on property that’s not posted,” said one. Another 
said, “People who don’t respect the land and rules cause huge 
erosion and set a bad example for the rest o f  off-road vehicle 
users.”
Gasoline Use
Gasoline usage estimates are important because they sug­
gest tax amounts contributed to the state highway trust fund 
by OHVers. The Bureau asked each respondent the average
Figure 3
OHV Fuel Use and Gas Taxes Paid, 
Montana, 2008
Source: Bureau of Business and Economic Research, 
The University of Montana.
Table 3
OHlf C h a r a c t e r is t ic s
Question Answer
How many days is the OHV used per year? A median of 12 days per year.
How many miles per gallon does the machine achieve? An average of 29 miles /gallon.'
How many gallons of gas are used by the OHV each day? An average of 3.4 gallons per da
Source: Bureau of Business and Economic Research,
The University of Montana.
distance traveled on a typical OHV outing. Resident OHVers 
travel an average o f  about 21 miles per day.
The Bureau used several additional items on the question­
naire to estimate and verify gas usage, specifically about each 
working OHV a household owned. Table 3 shows the ques­
tions and the results compiled from respondents’ answers.
These results were then used to calculate the average 
amount o f  gasoline used each year by OH  Vs in Montana. 
This average was then multiplied by the number o f privately 
owned OHVs.
OHVers in Montana used about 5.3 million gallons o f 
gas during 2008. Residents use about 4.4 million gallons, 
and nonresidents about 900,000 gallons. Resident OHVers 
contribute over $1.2 million to the Highway Trust Fund with 
nonresidents contributing an additional quarter o f  a million 
dollars (Figure 3).
Summary
In summary, off-highway vehicle riding is a growing sport 
in Montana, with significant economic impacts. Responsible 
riders worry that its future is threatened by a few irrespon­
sible enthusiasts. A viable future for OHV use includes a 
balance that promotes responsible riding. □
James T. Sylvester is an economist at The University o f Montana 
Bureau of Business and Economic Research.
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